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EDUCATION SAVINGS ACCOUNTS/School Drop-Out Program

SUBJECT: Education Savings Act for Public and Private Schools . . . H.R. 2646. Bingaman amendment No. 2308.

ACTION: AMENDMENT AGREED TO, 74-26

SYNOPSIS:  As amended, H.R. 2646, the Parent and Studentdda&atount PLUS Act, will enact the cgnomiseprovisions

of S. 1133, as ported, on education sags accounts and other education initiatives. It witlasxd the recentl
enacted education saggaccount tax credit, wifirovide an exclusion frorgross income for distributions froqualified State
tuition programs, will extend and @and the current-law section 127 tax exclusion (fopleyer-provided education assistance),
and will assist locagjovernments in issugbonds for school constructioy imcreasig the small-issuer bond exetion. The bill
will also enact groposal togive school construction aid toghi growth districts. In total, gproximately $6 billion in tax relief for
education over the next @ars will beprovided. That cost will be more than fubbffset by modifying the enployer deduction
for vacatiornpay and ly charging the treatment of the fogn tax credit cagback and cayforwardperiods (for increased revenues
of $6.9 hillion over 1¢ears). The education tax credit will bgparded | increasiig the annual contribution limit for education
IRAs from $500 to $2,000 for taxabfears 1999 thragh 2002 and ¥ charging the definition ofqualified education epenses to
include kindegarten throgh twelfth grade (K-12) epenses (the credit curreptpplies onl to higher education genses).

The Bingaman amendmentvould create the Office of Dpout Prevention and Pgcam Conpletion within the Deartment
of Education. The Office would devg@laplan for reducig the school dnoout rate in America and would establish a clegminse
for gatherirg and disseminatminformation on stragges that have been used and their results. The Office givalanonetay
awards to schools that hgakat success in lowegriheir drgout rates. The amendment would also authorize agreavtprogram
that would distribute funds to the Statgsformula for thepurpose of fundig dropout reductiorprograms in schools. Schools
would gply for funds, and States would distribute fundspdying schools based on criteria that would be depezldy the Office
of Dropout Prevention. Grants would be foy&ars, and could be extended fore2rs at a State's discretion. @@&ss' intent would
be for an initialgrant to be between $50,000 and $100,000 theyfat and declinig sums in succeedyyears. Schools would
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have to use dpmut reduction methods validatey flesearch and widpead successful use. Schools that used "trgtkinch as
putting some children in academic classes and others in vocational classes) would mitlbdalifunds. For fiscayear 1999,

$5 million would be authorized for the Office of [paut Prevention, $20 million would be authorized for depielp drgpout
reduction straggies, and $125 million would be authorized for the Sieatprogram. Such sums as necegsaould be authorized
for years thereafter. States would bguieed: toprovide data on school doout rates to the National Center for Education Statistics;
to devel school fundig policies that would encouga efforts to lower dnaout rates; and to enact uniform ¢pterm supension
and eypulsionpolicies.

Those favoringthe amendment contended:

The Birgaman amendment would encoggsStates to reduce school ploat rates. This amendment would not create a net
increase in the number of Fedepedgrams, because the new effort wojudt rgolace an unfunded existiprogram. This new
program is needed to address ayelvious need for Federal intervention. Bwvgear, one-half million children dpoout of school.
Those kids, statisticgl] are much more likglto fail in life and end p costirg the tayayers hundreds of thousands or millions of
dollars each. The medigersonal income of gh schoolgraduates duripprime earniig years is neayltwice that of hjh school
dropouts. Amorg prisoners, 8ercent never finisheddt school. Hjh school drpouts are three times as likgb be unemloyed
and three times as liketo be on welfare as areghi schoolgraduates. Thproblem is worst amanHispanics, who have a 30-
percent rate ofuitting school, which is much giner than the overall, 18ercent averge. Under this amendmentp to 2,000
schools would be able to cpete for $50,00@rants. States woulgick the schools that received the mpnesirg ohective
measurements. The effort to reduce schogbalibrates has beengairtisan in thepast. We are confident thatpport for this
amendment will likewise be partisan.

Those opposinghe amendment contended:

Here wego again. Our collegues have comepuwith an idea that is sgood it is amazig that no one has ever thght of it
before. Orperhas, theg have, which mabe wty the Federal Government currgniias 12programs that are degied to hgb
at-riskyouth. At-riskyouth areprecisey the children who dqoout of school, and all of these 1@bgrams of course encoga
children to stg in school. The unstatgmemise of the Bigaman amendment is that tlghuthose 12programs have not spped
children from drpping out of school, the 128th will be the charm. We doubt it. Fyamke believe that the current maze of Federal
programs harpers State efforts to lower school oot rates. For instance, in Florida 297 Statpleyees are iguired to oversee
and administejust $1 billion in Federal fundget to administer $7 billion in State funds it takesy@®W4 enployees. Without
Federal strigs andpaperwork reuirements, manStates could cut their administrative costs in Iphl§ the Federal Government
would be able tgive more aid because it would no ¢gm have its 15ercent administrative @ense. We greed to the Gorton
amendmenyesterdg to blockgrant funds--that amendmeny hiself, with no bureaucrgcat all, would free pbillions of dollars
for States togend on keping children in school. The other joapoint that needs to be made is that lowgtime drgout rate is
not asgreat apriority in evey State. Over thpast 30years the rate of childrequitting school has declined from 27%2rcent to
its present level of 11.percent. That decline is dramatic, ancparticular States the level is much lower. Rates havepdrb
egecially dramaticaly for white teens and black teens. Thegdstproblem still remainig is amorgy Hispanics, and Higanics are
more heavif concentrated in certain States, such as New Mexico. et Bigaman amendment addressgsablem that is
very serious in itsponsor's State, but mgiif not most other States have much more seposiems, and even if more Federal
help were needed, it should not gigen by addirg one morgorogram to the existig 127 Federgbrograms. We therefore ge our
colleagues to rgect this amendment.



